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Tenant Improvements Lease 100 



Landlord: 


104 


Tenant: 


102 


Lessor: 


110 


Lender: 


200 


Structure of 
Transaction: 

^0 

• ^ i 
1 , i 


Variation #1 (New Installations): 

Space Landlord will enter into an "Occupancy Lease" 106 with Tenant covering the 
"Premises." In addition. Lessor and Tenant will enter into a separate a "bondable" lease 
(the "TI Lease") of the tenant improvements to be located at the Premises (the "Tenant 
Improvements"). Such lease will be effective as of the completion of the Tenant 
Improvements and, to the extent funded by Tenant, Lessor will reimburse Space Landlord 
and Tenant for their respective contributions to the hard and soft costs of the Tenant 
Improvements. Lessor will at all times be the ovmer of the Tenant Improvements. 

Variation #2 (Existing Installations): 

Space Landlord's existing "Occupancy Lease" 106 with Tenant covering the "Premises" 
will be restructured as follows (a) the Occupancy Lease shall be amended to (A) eliminate 
Space Landlord's tenant improvement allowance and (B) reduce the rent payable 
thereunder to exclude Tenant's repayment of, and Space Landlord's return on, such 
allowance and (b) Lessor and Tenant will enter into a "bondable" lease (the "TI Lease") of 
the tenant improvements to be located at the Premises (the "Tenant Improvements"). 
Lessor will reimburse Tenant for the net book value of Tenant's and Space Landlord's 
investment to the installation of the Tenant Improvements. Lessor will be the owner of the 
Tenant Improvements. 
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Capitalization 
of Lessor: 

=0 


Variation #1 (Investment Grade Tenant's with installations valued in excess of $10 
million): 

Lessor will be capitalized through (x) an equity investment (the "Equity Investment" 1 16) 
by Space Landlord equal to 3% of the net book value (the "TI Value") of the Tenant 
Improvements (for new installations, the TI Value will be 100% of the hard and soft 
construction costs) and (y) the issuance of non-recourse debt (the "Debt" 120) of Lessor, 
secured only by the cash flow from the TI Lease and not by the Tenant Improvements, in 
an amount equal to 97% of the TI Value. 

Variation #2 (all other installations): 

Lessor will be capitalized through (x) an equity investment (the "Equity Investment" 1 16) 
by Space Landlord equal to 3% of TI Value (for new installations, the TI Value will be 
100% of the hard and soft construction costs), (y) the issuance of non-recourse debt (the 
"Debt" 120) of Lessor, secured only by the cash flow from the TI Lease and not by the 
Tenant Improvements, in an amount equal to 97% of the TI Value. (In some instances. 
Space Landlord may own the Debt, an % portion thereof, or a % participation 
therein.) 


Lipase Term: 


Tenant Improvements Lease to run co-terminous with, or shorter than. Occupancy Lease. 
122 


Debt Term: 


Same as TI Lease Term. 


S^ace 

landlord's 

^turn: 


Variation #7 (Investment Grade Tenant with installation valued in excess of $10 million): 
11.5% per annum. 

Variation #2 (All other installations): 
10% current coupon, 20% pre-loss yield. 


Debt Interest 
Rate: 

126 


Variation #1 (Investment Grade Tenant with installation valued in excess of $10 million): 

50-100 basis points over the market rate for Tenant's senior unsecured debt having a 
maturity equal to the Debt Term. 

Variation #2 (All other installations): 

10% for investment grade tenants, 1 1% for rated, non-investment grade tenants and 13%- 
16% for non-rated, non-investment grade tenants. 


Debt 

Amortization: 


Self-amortizing using constant rent payments. 128 


Debt 

Covenants: 


If applicable for non-investment grade tenants. 

138 
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Debt 

Prepayment: 
142 


The Debt may only be prepaid in the event of the termination of the Occupancy Lease and 
TI Lease upon a casualty or condemnation (as described below). In such event, the Debt 
will be prepaid at par, plus a yield maintenance premium. 


Rent: 

124 


Rent payments under the TI Lease will be formulated to service the timely payment of 
interest and principal on the Debt and to provide Space Landlord's Return 


Rent 

Obligation 
Absolute: 

130 


The TI Lease will provide that the obligation of Tenant to pay the rent is absolute and not 
subject to any defense, counterclaim, offset, deduction or abatement of any kind, regardless 
of any failure to complete, defect, damage, unsuitability or other condition affecting the 
Tenant Improvements or the Premises generally. 


Net Lease: 
132 


Tenant will be completely and unconditionally responsible for the operation, repair and 
maintenance of the Tenant Improvements and all costs and expenses incurred in connection 
therewith. 


Eld of Term: 

ij^ 134 


At the end of the TI Lease Term, the Tenant Improvements will continue to be owned by 
the Space Landlord through its wholly ovraed subsidiary, Lessor. 


tjxes: 


Tenant shall pay all use, personal property, and other similar taxes levied wit respect to the 
Tenant Improvements, or the ownership, operation, use, condition, maintenance, repair, 
leasing or subleasing thereof, any taxes payable in respect of the rent. 


Insurance: 

U 144 


Tenant will be obligated to insure the Tenant Improvements against damage or destruction 
for the benefit of Lessor, Space Landlord and Lender under a broad form, extended 
coverage policy in form and issued by an insurer, acceptable to such parties. The ability of 
Tenant to self-insure will be subject to underwriting approval. 


Casualty/ 
Condemnation: 

140 


In the event of (a) damage or destruction to the Premises by fire or other casualty or (b) a 
taking of all or part of the Premises by exercise of eminent domain, that, in either case, 
permits Tenant to terminate the Occupancy Lease, and Tenant so terminates the Occupancy 
Lease, Tenant will have the right to terminate the TI Lease. As a condition to such 
termination. Tenant will be obligated to pay all outstanding principal and accrued and 
unpaid interest on the Debt, together with a yield maintenance premium. Tenant's right to 
terminate the TI Lease will be further conditioned on Tenant also terminating the 
Occupancy Lease at such time. 


Indemnity: 

146 


Tenant will fully indemnify and hold harmless Lessor, the Space Landlord and Lender from 
and against any and all claims, liabilities, losses, costs or damages in any way related to or 
arising in connection with the transaction or the construction, ownership, operation or repair 
of the Tenant Improvements. 


Tax 

Treatment: 


Space Landlord will be the tax owner of, and therefore enjoy 100% of the depreciation 
benefits associated with, the Tenant Improvements. 
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Events of 
Default: 

148 


Customary lease/loan defaults and cure periods, e.g., (a) failure to pay rent, (b) general non- 
monetary default (30 day cure period with right to extend if default cannot be cured with 
reasonable efforts within 30 days), (c) bankruptcy and insolvency events of default and 
(d) cross default to Occupancy Lease. 


Remedies: 

150 


Upon the occurrence of an Event of Default, Lessor will have the right to terminate the TI 
Lease and, in addition to customary remedies of a lessor (i.e. to repossess the Tenant 
Improvements for reletting or sale by Space Landlord), have the right to demand payment 
of damages sufficient to repay all outstanding principal of, and accrued interest on, the 
Debt, and to repay the Space Landlord's Return through the remaining Debt Term. 


Put Option: 

160 


Upon an Event of DefauU under the TI Lease, the tenant will be obligated to purchase the 
tenant improvements from the Lessor for a purchase price equal the unpaid principal of the 
loan advanced by Lender plus Space Landlord's unrecovered equity investment in Lessor. 



Fig. 1, page 4 



U CD 



c 

C 

a; 

H 



a. 

U 
o 

CO 



CO 



CD 
CU 

o 












^ 






— ► 



> 
o 



cr 
w 

c 
o 

g 

6 

o 
U 

o 
o 



cn 
(U 

o 



c 

.9 
*^ 

U 

02 

o 
H 



CD 



CD 

O 

> 



H £ (-0 



OJ (U ^ 

(dug 
(U CO O 

^ X) CQ 



e 



3 

o 

CD 
0) 

CU 



CO 



6 

> 

o 

Oh 



CU 
(U 

x: 



w 

CD 
(U 

x; 



o 

N 



CU 

O 

CD 

O 
CU 

•5 

>^ 

C 
tc 
C 

O) 

H 



o 

CD 

O) 

§ 

> 

O 



."t; CU 

CI. X 



CU 

CD 

cd 

CU 



CD 

O 
Xi 

13 

CU 

u 

X 
I 

CU 

CD 

OS 

<u 



CU 
CD 

c 
c 

H 

X 
H 



QJ 

B 

CU 
> 

o 



CD 
CU 

CD 
CD 

w 

CD 



Oh (U 



O 
O 

T— ( 

(U 

CD 
CD 
• I— i 

CD 

}^ 

c 

OS 
hJ 

(U 
X 
H 



CO 



CU 
CD 
OS 

CJ 

ex. 



CD 

a 

(U 

u 
o 

W( 

Dh 

CU 

CD 
CU 
CD 

:3 

• s w 

W CU 
A X 

H 



CD 
OS 
CU 

03 
CU 
X 

-4—* 

6 



o 

• 1— 1 

U 
OS 
CD 

OS 



OS 



CN CO 









CO 




cd 




(U 




-J 




CD 


e 




>^ 


CO 


CO 




CD 














(A 


tiant 




pa 




estor 










> 


H 






c 




CO 










cu 










J 










M i2 . 









Si 




o 

o 



c 
o 



C4 

t 

ii 

c)5 



H 

C 
O 



4-J Jlj 



u 



O 

o 



Yj CD 



T3 
QJ 

C/D 
CU 

s 

o 
w 
0:1 

O) 



CU 
Ol, 



B 

CU 
> 

o 

Oh 

s 

a; 

X. 
•4-* 

O 

x; 

C/!) 

s 

>^ 

CU 
c/:i 
OS 
O) 

--^ t3 T3 



CU 
CU 



Ph 

u 

.s 

Vh 

Cu 

CD 

CU 

X) 



C/5 



O 

(/) 

u 

bO 
C 

03 

B 

CU 
CU 

CD 

CU 



CD 



CD 
CU 

03 



03 
C 
CU 



CU 
CU 

CD 

H 

C 

o 



(U 
CD 

H 

C 

O 



M 

03 
O 

CD 

I 

a. 

a; 
vh 

CD 
CD 
CU 

u 
X 
CU 

CD 



-a 
o 

03 
O 

CD 

6 

03 
ex. 

CU 
CD 
03 
QJ 

CU 

u 

03 

CXh 
CD 

CU 
03 



m CO 

CU CU CU 

x X X 

H H H 



C 

o 

c 

CU 



CD 
CU 

c 
o 
u 

c 
c 

cn H 

CU 

H 



13 
W 



CU 

x: 

H 



-J) 

IX 



1^ 






(0 



c 
o 

o 



c 
o 

o 



CO 




alou 


go 


CO 


tvi 




c: 




O 


(d 


O 


CO 


dor 


rIos 


0) 


ed 




O 



if 

mi 



w 

4-' 

6 
o 
o 



o 

o 



< 
o 





O S Q) 

c - 0^ 9- 

t ftJ >^ 
X 

2 03 Q) 0) 

O O O O 





















(D 








C 
















o 






rop 


by 






Q- 








01 










O 








LQ 








A 






-4—' 








0) 


•n 




c 










Q. 


.2 




c 


D 


*^ 




0) 


U 




c 


c 


O 




D 


0) 


o 


i 


O 








E 






o 


< 


credi 


□per 


c 


oan 






c 


-J 


0) 




"o 




his 


his 


an 


iire 


4-' 
1-^ 


in 


2. Fin 


in 
0) 
Q 



u 



0) 

o >^ 

° 0) 
o /J 



c 

c 
£ 
a 



c 
o 



c 
g 

O 

_a) 

>^ 03 0) 

O Q) 

C T3 O 
[2 O ^ 

E u 



01 

a 



3 
O 



^ ^ 03 



^ in 
03 

Q- 

E £ 

X 13 
0) 03 



in 

03 

Q 



\D in 

c u ^ 

t 03 ^ 

»^ in 

■° c E 

2 ^ o 

03 il 1^ 





CO CO ^ CM 
OD CO *0 CM 



CO CO 5j- :CM 
CO CO ^lO M 



I § 8 



& S 8 



■5 E 



1 



E 



II II 

£ ec 0. O 





/^E o 



to 



O 
O 
CM 



1^ 
CD 



-CO 















X 






«Q 






Of 

>» 


>^ 

o 


>. 

8 




o 




,333 


§ 

o 


.o 




8 

O 


s 

iq 




6 





1 •>Vj 



































X 

^ 

c5 
o 
o 

CN 
X 

o> 

a 
o 

E 
o 

u 
< 

O 
P 





0- 



0) 

■> 
o 

< 



o 

o 

a 



o 
o 
o 

o 

o 



E 
o 
u 



E 
o 
u 



c 

Q. 

a 





Ti- 






ro 






CO 


CD 


r- 


ro 




00 


Cvi 




cr* 


CM 





it 

< 

6 
o 
o 



Q. 

o 
O 



< 
O 
-) 

® 





1^ 



^ 

i ^ n i: 



i ^ I 



o 

Oh 



o 
o 
o_ 
o" 

o 
in 



o 

o 

R. 
o 
o 

CO 



o 
o 

o" 

o 



o 
o 

o 
in 

















ro 


CO 




CM 




CO 


:G0 




:£ 


TO 


CM 








-CM 





I ° 



•33 

3 

o 
V2 



H 
-a 

O 

6 



I 

■X # # ^ 

1 



^ cn (N 

§ 5 § 5 



"-1 'Oi 



a) 



•o 



I ^ ^ ^ ^ 



o 

s 

m 





In 



o o 

o o 

^ ^ ^ o o 

O O 1-0 LTl q" 

o LO . ^- 1/3 

^ c\j 



CD O O O O 

o o o o o 

:^ o o o 



o o 



O LO D O LT^ W 
Gl> O O CD ^ 



^ # ^ # ^ # 

^ ai r-- CT- CO Lo Jq 



2 t;: -^i- 



u 



o 
o 
o 



o 
o 
o 

d d 



LU 



o 
o 



o 
o 
o 



o 
o 
o 



Q O 

o a 

CM LO f^j 



o o 



o 
o 
o 

o 
o 



m 



p 
CD 


Inc. 


.com 


igle 


'>- 


:heb 








-I— ' 







E 
o 
o 



Cl 
s_ 



J/J 

o 



Q 



o 




O Q 



CD 
O 

LO 



o 
o 
o 

o 



d 



o 

° g 



00 LTJ LO O LTj 

O O Oli Qi o ' 



o 
dj 
_^ 

cri 
c 

■ v_ 
4-' 

CO 



£ 
o 
a 

w 
_c 
u 



LTi OCr GD 

^ m LTi r- ^ 



o 
o 
o 

o 
o 



2 B S 

CD »^ H 

a. ^ ? 



0 


0 


0 


0 


0 


0 


0 


0 


■0 


0 


0 


0 


0 


0 




0 


0 


0 














d 


d 


d 


d 


d 


d 


0 


0 


LO 


0 


0 


LO 


1-1 


LTl 


1— c 


OJ 







£ 

D 
O 



c 

CL 

u 



o 

."to 



Q 



C 

o 



CD 



O ci 





-a 

in 



5"* 
11^ 



